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STRATEGIC PLANNING FOR CPA FIRMS
During the last ten years, the profession of accoun
tant has evolved from that of "a person whose job is
to examine and adjust accounts" into one that
encompasses a broad range of service areas. We have
expanded our professional boundaries beyond
audit, tax and accounting services to business
advice and counsel; tax, estate and personal finan
cial planning services; and much more.
Nonnational firms have, for the most part,
allowed these changes to take place Without plan
ning for them or evaluating their possible outcomes.
In effect, in lieu of participating in engineering our
future, we allowed the momentum of the profession
to direct it.
Because of economic expansion, population
growth, technological changes and a less competi
tive environment than today's, this metamorphosis
took place without substantial negative impact on
most firms. Time and circumstances are changing,
however. The trend to more firms and more compe
tition will likely continue. To succeed, we will need
to manage our future in the fashion we advise our
clients to manage theirs. The need for strategic plan
ning is obvious.
The planning process
The first step is to decide on the purpose of the plan.
Unless the organization has a set of specific objec
tives in mind, there is little need to dedicate valu
able professional and managerial time to the
development of uncoordinated plans. Firms should
also be careful about trying to be overly inclusive in
the first attempt at strategic planning. To do so is
likely to result in chasing too many variables, lead
ing to frustration and the abandonment of the plan
ning process.
Topics for consideration will depend on a number
of factors, including firm size, existing portfolio of

services, existing and anticipated competition, mar
ket area and personal values. First-time planners
will probably want to consider the future of existing
services, organizational structure, the firm’s com
petitive position and growth potential. These deter
minations will usually be made by the partnership
in a small firm and the executive committee in a
larger firm.
Once the objectives have been decided, partici
pants for the planning unit must be chosen. This
again will depend on the size of the firm and current
organizational structure. For smaller firms with up
to five partners, the planning unit will probably
include all partners. For larger firms, the planning
unit should include those partners responsible for
firm direction. In both instances, managers and
other senior employees might also participate.
While the planning unit should not put limits on
the amount of information it solicits or receives,
only key personnel should be members. Having too
many people in the planning unit increases the
probability of straying from objectives and limits
the chance of establishing a workable plan.
To ensure unity of purpose, members of the plan
ning unit should have a clear understanding of the
□ Planning objectives.
□ Time period involved.
What’s Inside .. .
□ Would private secretaries increase partner pro
ductivity? p.4.
□ Some responses to the question, p.4.
□ Maintaining firmwide productivity, p.5.
□ How to waste six weeks a year, p.6.
□ Letter to the editor (staff chargeability), p.6.
□ Detecting spreadsheet program errors, p.7.
□ Practicing CPA distribution policy, p.7.
□ Quality of life seminar set, p.7.
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□
Use that will be made of the resulting plan.
□
Goals of the firm.
□
Business mission statement.
□
Rules for conducting business.
Before proceeding to the actual planning phase, it
is important to determine the firms current posi
tion (very few of us do this). This is typically referred
to as the situation analysis or situation audit. The
process can be enlightening and is critical to
developing a plan to reach defined objectives.
Every product or service offered by any business,
whether professional or otherwise, has its own life
cycle. We accountants frequently operate under the
misconception that the services we offer will be
required at current or expanding levels of demand
ad infinitum. Given the changes in our social, eco
nomic and political environment, however, this
premise is often unjustified. We have to prepare
ourselves to offer new services in anticipation of
their being needed and reduce the emphasis on
those services where demand has slackened.
Although at this juncture no planning has yet
been performed, even if the process were suddenly
terminated, subsequent benefits would still accrue
to the firm in the form of a clearer understanding of
its rules for doing business and what it is attempting
to accomplish. This documented understanding
may be helpful when training new supervisors,
managers and partners.

A training tool
Typically, we accountants are ill-prepared to
assume management positions in the firms for
which we work. Up to the time we are promoted to
supervisor or manager, our training has been pri
marily technical in nature. What understanding we
have of our firms' objectives and rules for doing
business has probably been gained through the
osmotic method of trial and error. When value sys
tems, objectives and concepts are formalized in
written form, accountants have a head start in mak
ing the difficult switch from technician to manager.
Any firm employing a well-written plan in this
fashion should be rewarded with substantial sav
ings in costs and time. Instead of making errors,
young professionals would be able to review a docu

ment that provides them with a basis for making
decisions that are consistent with the firm’s value
system and goals.
Another benefit of the planning system, even if
carried only to this point, lies in the increased com
munication skills acquired by members of the plan
ning unit. Finally, there will be an increased sense of
involvement in the organization—an area which we
CPAs have historically underrated.

Beginning the planning phase
In determining what future to plan for, the firm
should consider the following possibilities:
□
No change.
□
Additional services.
□
Expansion of market.
□ Forward integration—moving toward the ulti
mate user of the service provided.
□ Backward integration—supplying services
which are currently purchased by the firm
(e.g., employee benefits).
□
Diversification.
In evaluating potential change, all possible out
comes should be analyzed. One of the advantages of
Further Reading
For practitioners who wish to research further the
subject of strategic planning, the following two
books are suggested: Steven C. Brandts Strategic
Planning in Emerging Companies (Reading, Mass.:
Addison-Wesley Publishing Company, 1982) and
George A. Steiners Strategic Planning (New York,
N.Y.: The Free Press, 1979).

the planning process is that it permits simulation
and anticipation of future opportunities. Con
versely, the firm might be alerted to possible prob
lems and could then establish plans to avoid or
minimize any negative impact.
The key to the simulation process is that it allows
the firm to preview the future before committing
resources to what might prove to be a costly mis
take. Using microcomputers and electronic
spreadsheets, todays CPA is able to employ game
theory. Planners should not, however, forget the
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The Planning Process

importance of qualitative versus quantitative analy
sis. In any attempt to analyze the future, an analysis
based exclusively on quantitative factors lacks the
crucial component of entrepreneurial insight.
Once the rough draft of a strategic or comprehen
sive plan has been developed, it shoud be reviewed
with members of the firm who are not part of the
planning unit. This will help to assure that perspec
tive is maintained in formulating organizational
goals. Once this phase has been satisfied, medium
range and tactical plans can be established.

If not set up as a continuing process, the strategic
plan could become outdated as objectives and con
ditions change. Before the plan is formalized,
responsibility should be assigned to an individual
(preferably a partner) to assure that it will be
reviewed and updated at least once a year and pre
ferably every six months. Then a date should be set
for the next meeting of the planning unit. Another
important point is that the firm’s top management
must be committed to the plan and directly
involved in the planning process if the probability of
its success is not to be substantially reduced.
Management must also create an environment
which is conducive to the free flow of ideas, so that
important items will be considered. One way to
accomplish this is to conduct planning sessions at
informal locations away from the day-to-day pres
sures of the office environment. In addition, all par
ticipants should be held in equal regard—that is,
each individual’s ideas should be given the same
consideration without regard to seniority or posi
tion.
In instances when it is the firm's initial attempt at
strategic planning and little prior planning experi
ence exists, it may help if someone outside the firm
is involved. This individual should be well versed in
strategic planning and have experience in planning,
preferably within the profession. The purpose is to
□ Provide an objective look at the profession and
the firm.
□ Assure that all participate equally in the
exchange of information and ideas.
□ Assist the planning unit in reaching its objec
tives by not pursuing unrelated variables and
issues.
□ Attack the fundamental questions of what the
firm is attempting to accomplish and deter
mine its rules for doing business (including risk
assumption, ethics, morals and personal
values).
Another potential pitfall to be avoided is the
failure to communicate the plan effectively to those
who will be responsible for executing it. If any part
ners or staff members are not aware of the plan’s
objectives, it will be difficult for them to make deci
sions that are consistent with it. To prevent this
from happening, consider making the plan a docu
ment that is available to and is discussed with every
one in the firm.
Once the plan is adopted, the firm should make
certain that day-to-day decisions are consistent with
it. To do otherwise will destroy the plan’s credibility
and cause confusion among partners, staff and sup
port personnel. □
—by Gary S. Nelson, CPA
Bend, Oregon
Practicing CPA, January 1986
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Increasing Partner Productivity

It is rare when reviewing practices throughout the
country to find a CPA firm in which the partners
have their own private secretaries. In many
instances, partners share secretaries with each
other, with managers and even with senior staff
accountants. Some firms have a secretarial pool.
I have always proposed that each partner have a
private secretary who will spend 1,800 hours a year
helping him or her be more productive. Many part
ners with the experience that would enable them to
be more productive average only 1,000 chargeable
hours. I have never understood why these partners
don’t have more chargeable time and thus earn
more money. Quite often they respond that their
administrative burden is such that it is impossible
to generate more chargeable hours. I am convinced
that a full-time secretary would assist in eliminat
ing some of their administrative tasks.
Frequently, I hear the comment that a private
secretary is an unnecessary expense that can’t be
recovered. The accompanying chart, based on a

What Others Think
We asked some practitioners what they
thought of the concept of a private secretary
for each partner. Abram J. Serotta, who prac
tices in Augusta, Georgia, says that he and his
two partners endorse Mr. Gallagher’s idea,
although they have modified it in that they
have one secretary who works solely for them.
David W. Werbelow, a Passadena, California,
practitioner believes partners could increase
chargeable time close to the 250 hours indi
cated with the use of a microcomputer and a
pool or shared secretary carrying out the
duties outlined by Mr. Gallagher. He also
thinks that reducing phone time is difficult in
small firms when clients want to speak to
"their CPA”—the partner.
Another practitoner, Jerry W. Jackson, of
Bluefield, West Virginia, does not think that
having a full-time, private secretary would be
as effective as having administrative staff
assigned to particular functions.
Brown, Edwards & Company (Mr. Jackson’s
firm) assigns some duties relating to functions
such as billing, tax-return processing, report
typing and processing, practice development
efforts, library maintenance and maintenance
of client files, supplies and equipment to par
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hypothetical five-partner firm, demonstrates that
the employment of a full-time, private secretary by
each partner could result (in total) in an additional
1,250 chargeable hours and that the overall net prof
itability of the firm would increase substantially.
The following are some of the ways a full-time
private secretary could help increase partner
productivity:
□ When reviewing workpapers, partners can dic
tate review notes and comments about draft
reports and tax returns much faster than they
can write them. Also, the comments would
probably be more salient and understandable.
□ When preparing bills, the secretary can list the
work in process on a worksheet. The partner
could then indicate the appropriate codes for
the bills and the amounts to be adjusted. Trans
mittal letters could be dictated, and billing per
formed on a more timely basis.
□ The telephone is sometimes a major time
waster. A private secretary can help reduce
unproductive time by providing telephone

ticular administrative personnel who do this
work for all partners. This way, all secretaries
don’t have to be proficient on word processors
or microcomputers or understand the firm's
philosophy and procedures for practice
development and billing efforts. Partners do
utilize secretarial help on miscellaneous
administrative matters, but not from full-time,
private secretaries.
Are the estimated 600 chargeable hours for
the secretary and the other statistics achieva
ble? Mr. Serotta thinks they might be, depend
ing on how a firm charges for clerical time on
letters to clients, etc. He says that although his
and his partners’ chargeable hours may not
have increased, the extra time available has
been spent on practice development and
expansion of the firm. In the long run, he says,
“Our practice will grow faster because of the
addition of this secretary."
Others aren’t so sure but say that practi
tioners can make their own adjustments to the
statistics if, for example, they believe they are
currently using administrative staff effectively.
They agree, though, that the concept of part
ners having full-time, private secretaries is
interesting, and some seem prepared to try it
in their firms. □
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Cost Justification for Hiring a Secretary
for Each Partner
Secretarial salary
Fringe benefits and overhead
Total cost: (A)
Hourly rate for secretary
Estimated annual chargeable hours
Total billings
Less: Writedown
Net revenue: (B)
Net cost to firm: (A) — (B)

Available secretarial hours
for partner
Improvement in partner
chargeable time
Hourly billing rate
Revenue increase
Less: Net cost (above)
Net increase in earnings
Number of partners
Additional revenue

$ 15,000
4,000
$ 19,000
$
25
600*
$ 15,000
1,000
$ 14,000
$ 5,000

1,800
250
$
125
$ 31,250
$ 5,000
$ 26,250
_____ 5
$131,250

*Based on time spent typing audit review notes, lengthy
client memoranda, client meeting agenda, and other billable assignments.

Maintaining Productivity on a
Firmwide Basis
What Abraham Lincoln reputedly said about
lawyers is just as applicable to accountants:
"Our stock in trade is our time.” To extend that
thought further, the way we manage the
chargeability of our time and that of our staff
determines in large measure how well we are
rewarded for our efforts.
In public accounting, chargeability must be
firmwide. Productivity cannot be successfully
delegated to one or two people. Each person
must assume responsibility and be accounta
ble for the chargeability of his or her time. In
order to pay more than lip service to this con
cept, there must be a system within the firm to
provide staff with a clear understanding of
what is expected and also with a way to meas
ure these goals.
In our practice, the administrative partner
determines what the chargeability rates
should be for each level of staff accountant in

callers with the necessary information (half of
a partners phone calls can be answered by
someone else), calling clients, relaying mes
sages and confirming appointments.
□ Today, all partners should participate in their
firms practice development program. Letters
to individuals met the previous day, and mail
ings to clients of articles or information perti
nent to their businesses and interests are great
ways to enhance public and client relations.
Both are often overlooked, though. A private
secretary would be of great assistance to a part
ner in these important areas.
These are just a few examples of how a private
secretary could assist a partner in becoming more
productive, particularly if the partner uses dicta
tion equipment for client and administrative mat
ters. Performance pressures and fiduciary respon
sibilities for partners of CPA firms are immense
today. Partners who are organized and control their
time with the help of a full-time, private secretary
will not only be more efficient and productive; they
will also improve the quality of their lives. □
—by Robert J. Gallagher, CPA
RJ. Gallagher and Associates, Inc.
The Tower at Chatham Center, Suite 1M
Pittsburgh, Pennsylvania 15219

the firm. We then ask all accountants to com
plete their own monthly budgets accordingly.
This allows them to take personal schedules,
such as holidays and vacations, into considera
tion while also giving them a way to measure
their own chargeability on a month-to-month
basis.
Thereafter, on a semimonthly basis, staff
members are provided with reports compar
ing their budgeted hours to actual, both for the
current period and year-to-date. Each staff per
son is evaluated on a quarterly basis, and this
evaluation includes a review of chargeability
and performance.
The program is successful. We have been
able to measure about a 6 percent increase in
average chargeability among our professional
staff over a one-year period. Moreover, I think
it has brought into much clearer focus the
expectations we have with respect to staffs
chargeable performance. □
—by John G. Hodgson, Jr., CPA, CFP
New Bedford, Massachusetts
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Costly Meetings
According to a survey developed by Robert Half
International, Inc., a major financial, accounting
and data-processing employment specialist, the
average executive spends the equivalent of 21
weeks in business meetings each year.
When interviewed for the survey, the vice-presi
dents and personnel directors of 100 of the 1,000
largest corporations in the country estimated
that the average executive spends 16½ hours a

Letter to the Editor (Increasing Staff
Chargeability)
I enjoyed the article on increasing staff
chargeability that appeared in the October issue. It
is certainly an area of concern for every firm, and
the ideas communicated in the article are inter
esting.
We have found over the years, though, that track
ing chargeable hours and budgeting total charge
able hours by individual is not enough. It is
important, in addition, to relate billable hours to
realization by person. We have therefore designed a
monthly production report that shows the dollars
billed by individuals and the total potential billable
dollars (see the example below). This is easily

week in business meetings. They further esti
mated that 29 percent of the meetings are waste
ful or unnecessary.
Of the twenty-one 40-hour work weeks spent in
meetings, this translates into six weeks consumed
in unnecessary activity. Looked at another way,
during the course of nine years, the average exec
utive spends one year attending meetings that are
a waste of time. □

done, as our time and management software pro
duces all of the required information, which the
report merely summarizes.
By doing this monthly, we focus on another cru
cial problem in smaller firms, namely cash flow.
There is a built-in incentive for staff members to
complete jobs so that these may be billed, thus keep
ing up their billable and chargeable percentages.
We believe this is an effective system. I have
attended several management of an accounting
practice conferences and have noted, when compar
ing statistics with other participants, that our per
centages are comparatively high. □
—William J. Walsh, CPA
Rochester, New York

WALSH & COMPANY
PRODUCTION
October 31,1985

MONTH

Total hours
Chargeable hours
% Chargeable
Potential dollars
Dollars billed
% Billed

Ken
158
119
75%
$6,572
$7,626
116%

Mike
160
160
100%
$ 8,800
$10,949
124%

Vince
160
146
91%
$6,570
$3,839
58%

Pam
166
125
75%
$5,602
$5,111
91%

Jim
160
154
96%
$6,930
$6,887
99%

508
310
61%
$13,972
$ 9,256
66%

495
408
82%
$17,363
$16,480
95%

YEAR TO DATE
Total hours
Chargeable hours
% Chargeable
Potential dollars
Dollars billed
% Billed
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534
394
74%
$24,686
$20,591
83%

536
446
83%
$24,745
$23,106
93%

536
486
91%
$22,846
$18,832
82%
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Hints on Internal Software Development
The combination of personal computers and
spreadsheet software packages has provided local
CPA firms with a powerful tool that expedites prepa
ration of worksheets, financial statements and pro
jections for clients. Only a short time ago, local
practitioners had minimal access to computer tech
nology and were forced to use service bureaus with
resultant delays and increased costs of operation.
Today, it is commonplace for firms to prepare pro
jections and schedules internally for timely use in
solving client-related problems.
When computer-generated reports are valid and
free of errors, they are useful indeed. Unfortunately,
when they contain errors, whether due to inaccu
rate data or inaccurate processing, they can result in
distorted conclusions. It makes no difference
whether the problem lies with the CPA’s or the cli
ent’s program. The situation does not reflect favora
bly upon the CPA firm, and the source of the error
must be discovered.
Once detected, error correction is usually not dif
ficult. Normally, it is a matter of adjusting one or
two equations in the spreadsheet program. The key,
however, is prevention—prompt detection and cor
rection before errors cause major problems.
Errors in worksheet programs are fairly common.
In fact, it is not unusual to discover at CPA firm staff
meetings that several auditors, having written indi
vidual programs supposedly incorporating a client’s
parameters, derive projections significantly dif
ferent from the client’s. In such situations, it is
obvious that something is wrong. If only one pro
jection is developed, however, errors are not so read
ily apparent. Thus, the purpose of this article is to
review ways to detect errors before the programs are
used and their computations relied upon.
Rules of the game start with this warning: Never
assume that any new program is free of errors.
Everyone, including experts, is capable of making
mistakes, and most staff CPAs are not experts in
programming. It is therefore essential that controls
be established prior to the use of new spreadsheet
programs to minimize the risk of errors occurring in
applications. We believe the following techniques
Practicing CPA Distribution Policy
Readers are reminded that one copy of The
Practicing CPA is sent automatically to each
practice unit and to those members who have
specifically requested it. If you would like to
receive your own copy, please send your name,
firm name and address to the membership rec
ords department at the AICPA.

Quality of Life Seminar
Set for Scottsdale

The AICPA management of an accounting
practice committee will hold its seventh
annual Quality of Life Seminar at Marriotts
Mountain Shadows Resort in Scottsdale, Ari
zona, on May 7-9.
This year’s program, designed to help practi
tioners and their spouses improve interper
sonal relationships, will demonstrate how a
planned approach to stress management can
positively affect firm operations and personal
life.
Added features of the 1986 seminar are
optional golf, tennis, bicycling and horseback
riding. So, plan on unwinding in Scottsdale in
May after a busy tax session.
For further information, contact David
McThomas at the Institute: (212) 575-6439. □
can be useful in this regard, although not all are
necessary in every situation.
□ Rigorous training. Thorough training should be
required before staff professionals are allowed
to begin writing programs that will be used in
the firm. The training does not have to be a
formal, classroom experience. With
willingness to expend the necessary time and
effort, people can teach themselves to develop
spreadsheet applications.
Prior to accepting any individually
developed program, the firm should ascertain
that the preparer has adequate knowledge. At a
minimum, this would include knowing the
package's language format and completing a
number of examples listed in the manufac
turer’s manual.
□ Program review. It is best to have someone other
than the preparer test the program prior to its
adoption and use by others. Frequently, CPAs
who develop applications predetermine their
objectives; errors are often more readily
detected by others who are competent to fur
nish independent reviews.
□ Reasonable results. A basic check should be run
to confirm that the results produced by a new
program are reasonable, or "in the ball park" as
predetermined by an independent reviewer (a
staff CPA). Unfortunately, this technique, which
is almost universal when noncomputerized
projections are evaluated, is often overlooked
in the haste to embrace the new technology. It is
easy to fall into the trap that presumes that if
something is prepared by the computer, it must
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be correct. A basic auditing concept of "reason
ableness in the circumstances” can help to
ensure reliability of results. It is important to
remain alert and not allow the mystique of the
computer to overpower innate common sense.
□ Comparison with known results. There is an
abundance of data in every CPA firm that has
been processed manually. The raw data should
be processed again through the newly
developed spreadsheet program and the results
of both manual and computerized methods
compared. Obviously, the two should coincide,
but absolute replication is unlikely because the
spreadsheet program is usually more sophisti
cated. Comparison is, however, a necessary
beginning.
□ Duplicate program. This is a more generalized
version of the comparison-with-known-results
test. Here, two or more spreadsheet programs
are independently produced to accomplish the
same objectives. The technique works best
when more than one programmer is involved.
This way, several staff members with the neces
sary skills and interest are encouraged to use
their talents to develop an error-free model.

American Institute of Certified Public Accountants, Inc.
1211 Avenue of the Americas
New York, N.Y. 10036—8775

□ Test deck. This technique refers to exception
testing, that is, processing unusual, nonroutine
data in order to determine whether or not the
program reacts correctly. Often, logical errors
can remain undetected as long as routine data
are processed. If the program has not been
exception-tested and something unusual
occurs, errors can result and can lead to dis
torted decisions and embarrassment for the
firm.
These tests can be used as controls in the develop
ment of spreadsheet programs. The first four appear
to be obvious, but they are too often overlooked. The
last two tests require more resources but enhance
the likelihood that potentially costly program
errors will be discovered.
With a new technology, imperfections must be
expected. When anticipated and with proper test
ing, however, they can be minimized and even
avoided.
—by John B. Sperry, CPA, Ph.D.
and Donald Hicks, Ph.D.
School of Business
Virginia Commonwealth University
Richmond, Virginia 23284
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